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ABSTRACT 
 The purpose of this study is to investigate the overall financial aid process from 
the perspective of first-time students and their parents. It seeks to determine their 
understanding of the entire financial aid process from completing the Free Application 
for Federal Student Aid (FAFSA) to when the students receive their first disbursement of 
funds. This qualitative study of eight individuals who completed the process focuses on 
how well students and their families understand the terms and conditions of repayment of 
student loans. Both parents and students were interviewed for the purpose of this study to 
determine if students or their parents are the ones who complete the process. This study 
also seeks to determine if less technology or conducting face-to-face loan counseling 
would help participants understand the terms of loans and repayment options better.
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CHAPTER 1: INTRODUCTION 
 
Significance of the Study 
 
More students than ever are taking out student loans to pay for higher education. 
The proportion of all graduates with student loan debt increased five percent from the 
2003-04 to 2007-08 academic years (Steele & Baum, 2009). Students are not only 
utilizing federal loan programs, but also private loans where there are no limits set on 
interest rates or income based payments (see Table 1.1). Almost all students who 
graduate with an associate degree from a for-profit school have taken out some form of 
education loan. 
 
 
Table 1.1 
 
Percentage Borrowing Among Certificate and Degree Recipients, 200- 04 and 2007-08  
 
 Degree 
Recipients with 
Any Education 
Loan 
Degree 
Recipients 
with Federal 
Loans 
Degree 
Recipients 
with Private 
Loans 
Degree 
Recipients with 
Any Education 
Loan 
 2003-04 2007-08 
All Students/All Sectors 54% 55% 30% 59% 
Bachelor’s Degree 65% 62% 33% 66% 
     Public Four-Year 62% 58% 28% 62% 
     Private Four-Year 72% 69% 42% 72% 
     For-Profit 85% 94% 64% 96% 
Associate Degree 37% 43% 22% 48% 
     Public Two-Year 30% 33% 15% 38% 
     For-Profit 90% 97% 60% 98% 
Certificate 54% 58% 34% 63% 
     Public Two-Year 18% 24% 12% 30% 
     For-Profit 
 
85% 85% 51% 90% 
Note. From. “How much are students borrowing?” by Steele & Baum, 2009, College Board: Inspiring 
Minds, August 2009, p.2. 
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Among graduating four-year undergraduate students who applied for federal 
student aid, two-thirds borrowed to pay for their education. The average cumulative debt 
was $23,200 in the 2007-08 academic year (Reed, Cheng, Asher, Abernathy, & Irons, 
2009). This does not take into account private student loans, Parent Loans for 
Undergraduate Students (PLUS loans) or credit card debt. For more information on 
median loan debt of borrowers by institution type, see Table 1.2. 
 
Table 1.2 
 
Median Loan Debt of Borrowers Among Undergraduate Certificate and Degree 
Recipients, in Constant (2008) Dollars, 2003-04 and 2007-08 
 
 Median Loan 
Debt of 
Borrowers  
2003-04 
Median Loan 
Debt of 
Borrowers  
2007-08 
Percent 
Increase   
2003-04 to  
2007-08 
Dollar 
Increase 
2003-04 to 
2007-08 
All Students/All 
Sectors 
$13,663 $15,123 11% $1,460 
Bachelor’s Degree $18,973 $19,999 5% $1,026 
     Public Four-Year $16,990 $17,700 4% $710 
     Private Four-Year $21,238 $22,375 5% $1,137 
     For-Profit   $26,562 $32,653 23% $6,091 
Associate Degree $8,493 $10,000 18% $1,507 
     Public Two-Year $6,230 $7,125 14% $895 
     For-Profit $16,815 $18,783 12% $1,968 
Certificate $7,503 $9,000 20% $14,97 
     Public Two-Year $4,531 $6,534 44% $2,003 
     For-Profit $7,503 $9,744 30% $2,241 
 
Note. From. “How much are students borrowing?” by Steele & Baum, 2009, College Board: Inspiring 
Minds, August 2009, p.3. 
 
 
Total student aid, including loan and grant money, increased by about 84% in 
inflation adjusted dollars over the decade of 1997-98 to 2007-08 (College Board, 2008). 
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With large indebtedness, some students cannot afford to make all of their payments and 
student loan default can be a possibility. Figure 1.1 shows the federal cohort default rates. 
Default rates were the highest in 1992 and then there was a decline over the next 13 
years. However, since 2005 cohort default rates have been steadily increasing every year. 
 
 
 
 
Figure 1.1. National Student Loan Default Rates. Adapted from “Official Cohort Default Rates for 
Schools,” 2012, US Department of Education. http://www2.ed.gov/offices/OSFAP/defaultmanagement. 
 
Reed et al. (2009) surveyed and wrote a report of nearly 1,000 public and 
nonprofit four-year colleges on student loan indebtedness. In 1996 it was found that 58% 
of students graduated with debt, whereas 67 of those colleges reported that over 90% of 
the graduates graduated with debt in 2008. Public four-year colleges showed an average 
debt of $20,200 and 62% graduated with debt. Private nonprofit four-year schools 
showed $27,650 average debt and 72% of students graduating with debt. In addition, 
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private for-profit four-year colleges reported an average debt of $33,050 and 96% of 
students graduated with debt. It can be inferred that while private for-profit schools do 
show a higher rate of debt, students from all types of four-year colleges incur some form 
of student loan debt.  
To be eligible to receive student loans and take on student loan debt, families 
must complete financial aid forms. Some of these forms are required by Department of 
Education, while others are required by the post-secondary school the student has chosen 
to attend. Some are very in-depth with a lot of text to read through. 
The Financial Aid Process 
The financial aid process begins when students fill out the Free Application for 
Federal Student Aid (FAFSA, 2010). The Department of Education calculates and sends 
the Student Aid Report (SAR) and expected family contribution (EFC) to the school(s) of 
the student’s choice. Each school then awards the student their financial aid package 
according to the results.  For example, a student with an EFC less than the schools cost of 
attendance (COA) would receive Subsidized Stafford Loan eligibility. 
After the students receive their award package from the school, they determine 
what federal aid they would like to accept and begin the process of completing the 
necessary paperwork/online forms to process the aid. Sometimes, there is enough money 
in federal funds awarded to students for them to pay for their entire schooling, and 
sometimes students will need to seek funds elsewhere. This depends on the school 
attended, the amount of federal funds awarded to them, and if they are receiving any 
scholarship money (Robert H. Smith Consulting Associates, 1999). 
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First-time students who decide to take Stafford loan funds must wait 30 days after 
the start of the first term to receive their money. This may be an issue for some students 
who need the funds at the beginning of the term to buy books and supplies. Some 
students may not even realize that their funds will not be available at the beginning of the 
term, until after they arrive at school. 
 In Fall 2010, all federal Stafford loans started being guaranteed and processed 
through Direct Lending; students no longer have a choice as to which bank processes 
their loan(s) by using the Federal Family Education Loan Program (Lederman, 2009). 
This may be considered a limitation in this study because previously, depending on which 
school the student attended, students would receive either a FFEL or Direct Loan. Once 
students accept a Stafford Loan, they must complete the Master Promissory Note (MPN) 
and Entrance Loan Counseling. Figure 1.2 describes the steps students need to take 
before receiving their financial aid. 
 
 
Figure 1.2. Steps to Financial Aid. Adapted from “Pay for College,” 2012, Smart About College. 
http://www.smartaboutcollege.org. Reprinted with permission from Smart About College. 
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 Since every student fills out the same forms and receives a Direct Stafford Loan 
with the amount set by law, it adds validity to this study. Even though this study 
encompasses students from South Dakota, students in every part of the nation will view 
and complete these same forms. 
Recent Changes in the Process 
 President Obama has challenged the nation to have the highest percentage of 
college graduates in the world by 2020, and simplifying the FAFSA form is a step toward 
removing barriers to financial aid and access to higher education (Kahn, 2011). The 
federal government has streamlined the experience, which has long had a reputation for 
being confusing (Khadaroo, 2011; Long, 2010).  
The FAFSA website is more secure and easier to navigate compared to a few 
years ago. “Skip logic” eliminates questions that don’t apply to the user. Searchable 
features guide steps based on personal history. The FAFSA even helps save users time by 
opting to let the Internal Revenue Service plug information directly into the FAFSA form 
(or it can make corrections, if the FAFSA was filed first). Simplifying and streamlining 
the process may be helping the nation’s youth access financial aid. However, it is not 
doing anything to prepare them for the loan debt they are about to undertake. 
Entrance Loan Counseling & Financial Aid Professional Requirements 
 Entrance Loan Counseling is one way to inform college students about loan terms 
and repayment information. There are numerous ways for schools to present this 
information to students. Federal regulations allow schools to conduct entrance counseling 
in various ways: in person, by using a video with a financial aid expert available to 
answer questions, by using computer assisted technology, or by mailing counseling 
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materials to students if the school has adopted an alternative counseling approach 
(Entrance counseling, 1997). Since there is no requirement for schools to have students 
complete loan counseling in person, there is no guarantee the student is actually reading 
and/or the one completing the form. 
Purpose of the Study 
The purpose of this phenomenological study is to explore student views of current 
loan counseling practices and the financial aid processes. While online counseling and 
loan forms have made it easier and faster for students to receive student loans, has it also 
hindered the comprehension of loan terms and the borrowers’ responsibilities? 
Interviews and observations served as a basis for this study. These key qualitative 
methods will be used to determine if there are central themes related to every student who 
goes through the financial aid process. The focus of this study is to see if there are 
consistent observations and feelings from families concerning student loan forms. 
Research Questions 
 There are many possible angles that can be taken when researching student loan 
indebtedness. The following research questions guided the researcher in this study to 
narrow the scope. 
 What information did individuals obtain before/after completing the FAFSA? 
  Who completed the FAFSA and other financial aid forms; parents, students, or 
someone else? 
  Did students and parents read all of the financial aid correspondence they 
received? 
 What were individual overall perceptions of the financial aid process? 
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 Do financial aid forms themselves lead to students taking out loans without 
knowing all the terms? 
Definition of Terms 
 Below are definitions of basic financial aid terms that will be used throughout this 
study. The terms were collected from the FAFSA (2010) and US Department of 
Education (2010) and will aid in the understanding of concepts in this paper. 
 Cost of attendance: Estimated and reasonable cost to complete one academic year 
as a full-time student. This includes tuition/fees, books/supplies, room/board, 
personal, and travel expenses. Each college/university calculates its own cost of 
attendance every year. 
 Dependent student: Any student who cannot be independent based on the 
questions provided on the FAFSA (generally any student under the age of 24 who 
is not married, does not have a child, was not a ward of the court on their 18
th
 
birthday, not working on a graduate degree, not currently serving on active duty, 
and not a veteran of the armed services). 
 Entrance loan counseling: A form students must complete before receiving a 
federal Stafford loan. It helps students understand the rights and responsibilities of 
taking out a student loan. 
 Exit loan counseling: Students must complete this before they graduate, withdraw, 
transfer, or drop below-half time status to give them information on managing 
their student loans. 
 Expected parent contribution (PC): The portion of the Expected Family 
Contribution belonging to the student’s parent(s). 
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 Expected student contribution (SC): The portion of the Expected Family 
Contribution belonging to the student. 
 Expected family contribution (EFC): A measure of the family’s financial strength 
and is calculated according to a formula established by law. 
 Federal Family Education Loan Program (FFEL): Federally guaranteed loan 
program started with the Higher Education Act of 1965 that provides the 
following loans: Subsidized Stafford, Unsubsidized Stafford, PLUS, and 
Consolidation. 
 Federal methodology (FM): The formula used to calculate the Expected Family 
Contribution. The family’s taxed and untaxed income, assets, and benefits (such 
as unemployment or Social Security) are all considered in the formula. Also 
considered are the family size and number of family members attending college or 
career school during the year. 
 Financial aid package: Information provided by the school of the student’s choice 
that includes all gift aid and loans the student is eligible for in an academic year. 
The following is how the school calculates the financial aid package: 
Cost of Attendance – EFC (PC + SC) = Financial Need 
The financial need is then used to determine which type of student aid (gift or 
loan) will be provided to the student. 
 Gift aid: Money provided to students that does not need to be paid back 
(scholarships and grants). 
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 Independent student: Any student over the age of 24, married, has a child, was a 
ward of the court on their 18
th
 birthday, working on a graduate degree, currently 
serving on active duty, or a veteran of the armed services. 
 Master Promissory Note (MPN): Loan form student must complete to receive 
federal student loans. It is the student’s promise to pay back the loan and any 
disbursements thereafter under its terms. 
 Stafford loans: Form of federal financial aid to help undergraduate and graduate 
students pay for their education. Table 1.3 lists the loan limits set by the federal 
government: 
 
 
Table 1.3 
 
Stafford Loan Limits 
 
Dependent Students Annual Loan Limits 
First Year $5,500 ($3,500 subsidized / $2,000 unsubsidized) 
Second Year $6,500 ($4,500 subsidized / $2,000 unsubsidized) 
Third Year and Beyond $7,500 ($5,500 subsidized / $2,000 unsubsidized) 
Independent Students Annual Loan Limits 
First Year $9,500 ($3,500 subsidized / $6,000 unsubsidized) 
Second Year $10,500 ($4,500 subsidized / $6,000 unsubsidized) 
Third Year and Beyond $12,500 ($5,500 subsidized / $6,000 unsubsidized) 
Graduate or Professional $20,500 ($8,500 subsidized / $12,000 unsubsidized) 
Lifetime Limits 
Undergraduate Dependent $31,000 (Up to 23,000 may be subsidized) 
Undergraduate Independent $57,500 
Graduate or Professional $138,500 (Up to $65,000 may be subsidized) 
or $224,000 (for Health Professionals) 
 
Note. From. Direct Stafford Loans,” 2010, Department of Education, 
http://studentaid.ed.gov/PORTALSWebApp/students/english/studentloans.jsp. 
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 Student Aid Report (SAR): Summarizes the information the student reports on the 
FAFSA and the school uses it to determine the students’ eligibility of federal 
student aid. 
 Subsidized loans: Loans with no interest until after the student has been out of 
school for six months. 
 Unsubsidized loans: Loans with interest accruing from the date of disbursement. 
 William Ford Direct Loan Program (Direct Loans): Enacted in 1993 by the 
federal government. Students borrow money directly from the Department of 
Education. 
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CHAPTER 2: LITERATURE REVIEW 
Overview 
 This study was designed to analyze themes related to perceptions of students and 
their families regarding the financial aid process for federal student loans. It seeks to link 
the financial aid process of new college students and student loan indebtedness. To this 
point, there have been few studies linking the two. Several factors were considered in the 
process, including: 
 Why students borrow using student loans; 
 The financial aid application process; 
 Current financial aid information practices; and 
 Changes in federal financial aid process. 
Each of these factors is addressed in this chapter. 
Reasons Students Borrow Student Loans 
Before exploring what students think about the financial aid process, one must 
first determine what factors compel students to borrow student loans in the first place. 
There are numerous studies that link socioeconomic status, race, and college choice to 
students’ willingness to borrow. These factors will be discussed in this section. 
Several studies identified three possible reasons for the growth of student loans. 
First, increases in federal grant aid have not kept pace with rising postsecondary 
education costs, and the widening gap between college cost and grant aid compel more 
students to borrow. Second, students’ financial need has increased as educational costs 
have grown, and more of this need is met by loans. And third, increases in loan limits and 
ease of borrowing has allowed more students to receive loans (Redd, 2001). 
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Over the past several decades, college tuition has nearly tripled, adjusting for 
inflation, and federal student aid has shifted from a predominantly grant-based system to 
one dominated by loan aid (Draut, 2009). Students have little choice but to use student 
loans to pay to attend college. No longer are students able to work a summer job 
sufficient to pay their next year’s tuition costs. Loans are the largest source of funding for 
postsecondary students in the United States (Hart & Mustafa, 2008). 
Most parents and students at middle and upper-income high schools view student 
loans as necessary to pay for the student’s education (Perna, 2008). Low-income high 
schools, for this study, are those that have 50% or higher rate of students receiving free or 
reduced meals. They tend to view loans as an acceptable means of financing 
postsecondary expenses because they believe the benefits of education exceed the cost. 
Also, parents don’t typically believe they can afford to pay for their child’s education 
themselves. Parents and students at lower-income schools typically don’t see the benefits 
as much and therefore may choose not to attend a postsecondary school at all. 
Parents today are not sure if they want to sacrifice their retirement to pay for their 
child’s education. Twenty-five years ago, parents could afford to do both. But today there 
are larger education bills relative to family income, as well as a longer expected 
retirement horizon. There is a debate between financial planners and retirement planners 
today as to whether parents should save for college or retirement. However, more and 
more are leaning towards retirement savings before college savings (Novack, 2010). This 
generation of adults may also carry the additional financial burden of caring for their own 
aging parents (Briones, 2006). 
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According to Perna (2008), research suggests another factor that affects students’ 
willingness to borrow varies based on students’ race/ethnicity and financial resources. 
She also suggests that perceptions of loans differ by family income; students from low-
income families are less willing than other students to borrow. Most students at high-
income schools, some at middle-income schools, and few students at low-income 
schools, express a willingness to borrow to pay college expenses. For many students, 
willingness to borrow is based on a comparison of the expected benefit and costs (Perna, 
2008). 
If students see the benefit in human capital by attending college, they are more 
willing to borrow money to pay for their education. They assume that if they graduate 
from a college, they will have the means to pay back the money that has been borrowed. 
However, do they understand the process and the terms of their loans? Most students will 
not worry about the repayment information associated with their loans because they are 
not required to make payments while in school. Upon graduation the reality of their 
choices may set in. 
Financial aid and the cost of a school can also be an important deciding factors in 
a student’s choice to which college they plan to attend. In determining the total financial 
aid budget as well as the size of individual financial aid offers, the anticipated effect of an 
offer on a student’s decision to enroll in the college plays a crucial role (Van der Klaauw, 
2002). A study conducted by McPherson and Schapiro (1991) found that higher-cost 
colleges have a negative effect on enrollment for low-income students, but had less of an 
effect on more affluent students. 
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In 1998, a Northeastern university replaced the entire loan portion of low-income 
students with grant based aid. It did not have a large impact on overall enrollment rates, 
but appears to have had a larger effect on the matriculation of minority applicants. The 
result is consistent with differing perceptions between minorities and nonminorities about 
the cost of financing college through loans. Such differences may be due to greater 
uncertainty among minorities about the future returns to college education, and hence 
ability to repay loans (Linsenmeier, Rosen, & Rouse, 2002). 
The Financial Aid Application Process 
The financial aid process has a reputation of being confusing and difficult for 
students and their parents. Information is easily accessible but most don’t know where to 
look, and if they find it they may not understand the information presented. 
There is a need to get better information about how the student loan program 
operates (Fossey, 1998). De La Rosa and Tierney (2006) studied some major challenges 
low-income students face when working with financial aid. Based on their research at 
high schools, college counselors held small group FAFSA sessions, but less than 10% of 
seniors or their families attended the workshops. Students and families who attended 
found the sessions useful. However, students who attended large financial aid events left 
with many unanswered questions about the FAFSA. Students said their financial 
situations were too complicated to be handled by the group session presenter at these 
events. The family income section of the FAFSA was particularly difficult for students 
with non-traditional families, those who were not graduating high school seniors with 
two parents, who required additional assistance to complete. Students who attended line-
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by-line workshops said they were not able to complete their FAFSA because they did not 
know they had to bring the necessary tax information. 
The study also found that students who made mistakes on their initial FAFSA 
submissions were not sure how to fix them. Students did not know how to receive 
information about their FAFSA; they did not understand how the FAFSA was linked to 
their institutional aid offers. They did not know how to interpret their Student Aid Report 
(SAR) or the financial aid offer letter. The result was that students made uninformed 
decisions about how to pay for college. 
The majority of students interviewed could not articulate 1) their Expected Family 
Contribution (EFC); 2) the details of their financial aid package; and 3) how financial aid 
worked once in college. Also many students credited a specific individual for helping 
them fill out the financial aid paperwork because they had questions throughout the 
process. 
The final challenge found in the De La Rosa and Tierney 2006 research study that 
will pertain to this study is that results revealed 61% of respondents would use financial 
aid information from workshops they attended to talk to their parents/guardians about 
financial aid. Many students expressed that they could not depend on their parents to 
assist them with the financial aid process. Many students explained that it was difficult to 
collect their parents’ tax information, and some parents were reluctant to share that 
information. 
These studies show that students need more assistance with the whole financial 
aid process from filling out the FAFSA to receiving their first disbursement of funds. In 
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the following section the information given to students and families will be further 
explored. 
Current Financial Aid Information Practices 
A report by the American Council on Education (De La Rosa & Tierney, 2006) 
reveals that during the 1999-2000 academic year, 50% of undergraduates who were 
enrolled at institutions that participate in the federal Title IV student aid programs failed 
to complete a FAFSA. Many of these students did not complete the FAFSA because they 
did not understand the process or how to complete the application. 
McDonough and Calderone (2006) found, using data from interviews and focus 
groups of 63 college counselors, that the counselors in these schools typically provide 
minimal information and assistance to students regarding college financing, and 
encourage students to attend low-price institutions based on incomplete information 
about students’ ability to pay. Financial aid professionals at the high school and 
postsecondary levels are very important in delivering information to students and their 
families. Financial aid counselors are in a position to advocate responsibly for students’ 
financial interests at the institutional, state, and federal levels, and to support efforts to 
encourage students, as early as the elementary grades, to aspire to and plan for education 
beyond high school (NASFAA, 2003).  
With the increasing costs of attendance and increasing financial award criteria, 
financial aid professionals enter a very private and personal space with families. In asking 
questions about income, tax shelters, and divorce agreements, staff members may appear 
more like IRS agents than members of the educational community. 
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Lange and Stone (2001) found that financial aid professionals represent a critical 
function of higher education administration. The work of these individuals affects the 
institution’s fiscal health in terms of budget management and packaging policies. More 
important, however, may be the implicit messages that the staff members communicate 
about how the institution regards the financial commitment of a college education for 
many families. Interactions with this office may well set the tone for future interactions 
with university personnel. 
The National Association of Student Financial Aid Administrators (NASFAA) 
(2003) statement of ethical principles states that the primary goal of the financial aid 
professional is to help students achieve their educational potential by providing financial 
resources. Professionals are committed to removing financial barriers for those who 
pursue postsecondary learning, making every effort to assist students with financial need, 
and educating students and families through quality consumer information. 
One of the weaknesses of the financial aid policy literature is its lack of 
meaningfully addressing how information regarding financial aid is successfully 
disseminated to those who might most benefit from it (Zeidner, 2006). MacCallum 
(2008) found that in California Community Colleges there was a sense of frustration 
among students because of limited financial aid staffing. If it is found that Entrance Loan 
Counseling procedures need to be better, then finding the staff to cover it would be an 
issue. 
Federal loan regulations require students receiving federal Perkins or Stafford 
Loan to complete entrance counseling when school begins and exit counseling after the 
borrower graduates or exits from school. The counseling sessions help students develop a 
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budget for managing educational expenses and understanding loan responsibility. The 
counseling must be in person, by audiovisual presentation, or by interactive electronic 
means (SallieMae College Answer, 2007).  
According to SallieMae (2007), the required entrance counseling session reviews 
basic facts about student loans:  
 Loan terms and conditions. 
 Rights and responsibilities of the borrower. 
 Use of the Master Promissory Note (MPN). 
 Repayment and consolidation plans. 
 Deferment, forbearance, and cancellation options. 
 Late payment and default consequences. 
 Budgeting your money. 
 Your responsibilities while you are in school. 
 Importance of keeping your lender(s) informed. 
EKOS Research Associates (2006) found that students identified the following 
broad principles to effective communication about student loans: 1) timing of 
communication; 2) clarity in communication; 3) multimedia communication; 4) 
personalized communication; and 5) human support. Participants felt that communication 
was better understood if it was personalized and if there was actual human support. Since 
the majority of Entrance Loan Counseling is conducted online with no personal contact 
with financial aid professionals, it is difficult to meet these suggestions given by students. 
Students in the EKOS study, particularly young borrowers, maintained they were 
unaware of how loans worked when they first received them. Many felt they would have 
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benefited from knowing about loan mechanics and repayment assistance options from the 
very beginning of their loan period. 
Colleges and universities attempt to be proactive by providing literature to 
students and parents about financial responsibility and debt management, but the 
materials can go unread or be introduced too late in the borrowing process. One aid 
counselor in a large Midwest public university explained, “Many undergraduates are 
surprised to see how much they actually owe when they have their exit interview. A lot of 
them regret borrowing so much when they realize they used the loan funds for pizza 
money” (Wegmann, Cunningham, & Merisotis, 2003, p. 31).  
Financial planning workshops and sessions at orientation have been helpful to 
some degree, but financial aid administrators remain concerned about students’ overall 
lack of financial knowledge. An aid administrator at a public university in 
California remarked: “Students don’t know the basics—they really don’t know what 
financial aid is, what loans and grants are. The students don’t understand what the lenders 
are saying, and this info is constantly changing. In their opinion, students do not know the 
basics. In the opinion of the financial aid counselors in this study, students pay little or no 
attention to interest rates and repayment terms when applying for loans. What students 
want is the money, and they want it fast. They are most concerned about staying in school 
at that moment, so they end up applying to lenders known to have good acceptance rates 
and quick turnaround. They’re not thinking about how burdensome it might be to pay the 
loan(s) back in the future” (Wegmann et al., 2003, p. 31). 
Michner and Belcheir (1997) interviewed 25 freshmen about their experiences 
during their first year of college. The 17 students who received financial aid from this 
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university described the process as “confusing”, “complicating”, and “frustrating”. Only 
seven students thought the process was easy. The study did not go into further detail. This 
was due to it not being the entire focus of the study. However, it does show that this is an 
important issue requiring additional investigation. 
Changes in Federal Financial Aid 
The official reason for the creation of federal direct student aid was to provide the 
necessary resources for students from disadvantaged socioeconomic backgrounds to 
attend previously inaccessible colleges. Many experts assert that federal direct student aid 
policies have only marginally succeeded in improving lower-income access because the 
federal government has shifted its programmatic emphasis from student grants to loans 
(Alexander, 2002). The calculations used to determine students' financial aid award are 
based on the premise that it is the responsibility of the entire family to pay for students to 
attend college. 
The structure of financial aid assistance consists of the following five principles: 
1. Parents should contribute toward the expense of their child’s education to the 
limit of their financial ability (parent contribution), at least through the 
baccalaureate degree or until the child is independent. 
2. Government – mainly the federal government through the Pell Grant program 
– should make up in grants for shortfalls in students’ resources that are due to 
the very low income of parents. 
3. Students should contribute toward the expense of their education through 
earnings (student contribution), student loans, or both. 
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4. Loans should be made available to all students without regard to 
creditworthiness. 
5. Neither form of government student assistance – loans or grants – should take 
into account the academic preparedness or academic performance of the 
student, the field of study, or the stature of “worthiness” of the college or 
university (Johnstone, 1999). 
One constant in financial aid policy is change. The changes reflect budgetary 
constraints, but they also reflect changes in how society regards federal programs and 
higher education. Following the Morrill Act, and again after World War II with the 
implementation of the GI Bill, the country’s philosophy was that higher education was a 
“right” for all Americans. (Lange & Stone, 2001). The Morrill Act granted land to each 
state to establish institutions in each state that would educate individuals in the areas of 
agriculture, home economics, mechanical arts, and other professions that were practical at 
the time (Lightcap, 2011). This allowed for education for all social classes and provided 
more applied studies that would prepare the students for the world they would face once 
they left the classroom. Whereas, the GI Bill assists veterans pay for tuition as well as 
offer money to live on while attending school (American Council on Education, 2011). 
This ideology marked a shift for American higher education, which traditionally 
had been reserved for the privileged few who could afford it. During the tumultuous 
1960s and early 1970s, a new debate focused on the extent to which the federal 
government should help citizens obtain their educational goals (Lange & Stone, 2001). 
It is projected that the increasing emphasis on work and loans in financial aid 
packages will increase the income gap among college participants, affect degree 
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completion, and contribute to a national loss of college-eligible high school graduates. 
The decrease in the buying power of the Pell Grant and the failure of grant programs to 
keep pace with changing times has decreased access for many low-income students 
(Trent, Lee, & Owens-Nicholson, 2006). 
Gaps in the Research 
 For this study no previous research can be used to answer the research questions 
that have been posed. Much of the current literature can be used as background for the 
reasons students take student loans and the cumbersome nature of the process; however it 
does not show many indications if the financial aid process hinders or helps students and 
families understand the student loan debt they are incurring.  
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CHAPTER 3: METHODS AND PROCEDURES 
Research Method 
This study used a phenomenology design. Creswell (2007) states that a 
phenomenological study describes the meaning for several individuals of their lived 
experiences of a concept or a phenomenon. This study used this approach to find 
common themes among participants as they went through the financial aid process. 
Participants were asked about what they learned throughout the process, to see if 
they actually understood what they were signing and if current information provided is 
enough to adequately prepare them for repayment after they stop attending college. 
Daniels (2005) states that phenomenology is a way of unfolding the dimensions of human 
experience and how we exist in and live in our world. It examines 1) what is distinct in 
each person’s experience; and 2) what is common to the experience of groups of people 
who have shared the same events or circumstances. 
Phenomenology was necessary for this study so in-depth, open-ended questions 
could be asked of participants. A narrative was constructed using answers to questions 
and themes were developed to determine if there were any consistent themes between 
those in the study. Just using a survey, as in quantitative research, limits participants 
responses and would not have been as effective in “telling the story” of the participants’ 
experiences. 
The study was conducted similarly to De La Rosa & Tierney’s 2006 research 
study. They interviewed high school seniors twice and observed financial aid events. 
Interviews and surveys were conducted in four general areas including knowledge of the 
college financial aid process and the students’ use of financial aid information and 
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services. This study went a few steps farther by adding interviews with parents (if they 
assisted the student in the financial aid process) and high school and college financial aid 
professionals. 
Participants 
A convenience sample was used for this study. Participants were chosen from two 
local high school districts, Andes Central and Wagner Community. The two communities 
are located in south central South Dakota (SD) in Charles Mix County, and are 
approximately 15 miles apart. According to the United States Department of Agriculture 
(USDA), Charles Mix County has the 80
th
 lowest per capita income in the United States 
(USDA, 2010). 
Lake Andes, SD is a small community of 879 people with the majority of the 
population either White (40.8%) or American Indian (52.7%) (US Census Bureau, 2012). 
The median household income for residents in 2009 was $23,671 (City-data, 2010). 
Andes Central School District, located in Lake Andes, has 443 students enrolled and is 
made up of White and American Indian races. During the 2010-11 school year 73.3% of 
students in grades preK-12 were eligible for free or reduced meals (Andes Central School 
District, 2011). 
Wagner is a slightly larger town with a population of 1,566 with a 54.7% White 
and 40.5% American Indian racial make-up (US Census Bureau, 2012). The median 
household income for Wagner in 2009 was $27,262 (City-data, 2010). Wagner 
Community School District, located in Wagner has 913 students in the school district, 
also made up predominately of White and American Indian youth. 70.7% of students in 
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PreK-12 in 2010-11were eligible for free or reduced meals (Wagner Community Schools, 
2011). 
According to the South Dakota Department of Education (2011) there are 168 
school districts in the state with an average of 831 students per district. Wagner 
represents the “average” school district whereas Andes Central represents a smaller 
district. Both districts would be considered low-income. 
Eight participants signed information consent forms and completed interviews to 
be part of the research project. None of the participants were under the age of 18, 
therefore assent forms did not need to be completed. 
Three of the eight participants were recruited by using the snowball process after 
one participant suggested the researcher contact them. Recruitment letters were sent to 
local high schools and by word-of-mouth. Schools were provided with a recruitment flyer 
that was posted at the school. It did not matter which type of institution (four-year or two-
year) they planned to attend. The following criteria were used to select students: they 
planned on seeking higher education, they filled out the FAFSA, and they used some 
form of federal financial aid. Since the FAFSA is the same for every student, this will 
allow for transferability. 
Data Collection and Storing Methods 
Interviews were conducted in the spring of 2011 with all participants and again in 
the fall after participants (or their children) received their federal aid. First-time students 
do not receive their first disbursement of financial aid until 30 days after the start of the 
term, so the interviews were conducted in October and November. This provided 
information on both federal and school based financial aid forms and experiences. 
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Each of the interviews lasted between 30 and 45 minutes. Interviews were 
conducted face-to-face and via telephone. Questions about the use and ease of FAFSA on 
the Web were asked of participants during the initial interview. The second interview 
consisted of the questions about what type of aid was received and the disbursement 
process of the aid. For a list of interview questions, see Appendices A and B. Questions 
asked were used as a guide to obtain a narrative from participants about their experiences. 
Since phenomenology is designed to gain a perspective of themes of individuals going 
through a shared phenomenon, it was important to let participants tell their “story” and 
obtain the best results. 
Initial interview questions were adapted using The Federal Office of Electronic 
Commerce (1999) performance metrics for FAFSA on the Web. The methodology they 
used was to determine the following five critical performance areas (CPAs): customer 
satisfaction, internal process improvements, performance improvements, public 
confidence in electronic government services, and privacy and security. Each CPA is 
supported by a set of relevant metrics, designed to capture the current performance of 
FAFSA on the Web.  
Many of the metrics can also be extended to future government electronic services 
implemented by relevant agencies (R.H.S. Consulting Associates, 1999). Since these 
performance metrics have already been developed and tested by a government agency, 
this will provide verification to this study which will assist in a credible and defensible 
result (Golafshani, 2003). 
Verification is the process of checking, confirming, making sure, and being 
certain. In qualitative research, verification refers to the mechanisms used during the 
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process of research to incrementally contribute to ensuring reliability and validity and, 
thus, the rigor of a study. Verification strategies help the researcher identify when to 
continue, stop, or modify the research process in order to achieve reliability and validity 
and ensure rigor. Within the conduct of inquiry itself, verification strategies that ensure 
both reliability and validity of data are activities such as ensuring methodological 
coherence, sampling sufficiency, developing a dynamic relationship between sampling, 
data collection and analysis, thinking theoretically, and theory development (Morse, et 
al., 2002). 
Using the performance metrics assists with ensuring methodological coherence. 
However, qualitative design is not always linear and the research questions may change 
and expand during the process. 
To ensure accurate information, interviews were recorded for transcription. Initial 
interviews took place at the local high schools and students’ homes. This allowed for 
participants to feel more comfortable in their surroundings. Follow-up interviews were 
conducted by telephone and in-person at a location convenient for participants. 
A second researcher listened to tape recordings of interviews. She has a Master’s 
Degree in FCS and also has her Accredited Financial Counselor certification. She also 
works as a Family Resource Management Field Specialist with SDSU Extension. She 
evaluates quantitative and qualitative data at her current position. 
Looking at this subject from different perspectives and to see exactly what the 
entire financial aid process experience consists of aids the phenomenology. The 
following activities aided in developing the overall depth of students’ experiences. 
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An interview was conducted with the Wagner School District high school 
guidance counselor. This will help provide a background as to what financial aid 
information is given to students during their time in high school.  
An observation of a high school financial aid night at Andes Central was also 
conducted using Creswell’s (2008) method. This method has a specific process of 
observing. The general steps include: 1) selecting a site to be observed; 2) ease into the 
site by looking around and getting a sense of the site; 3) at the site, identify who or what 
to observe; 4) determine your role as an observer; 5) design some means for recording; 6) 
consider what information you will record during the observation; 7) record descriptive 
and reflective fieldnotes; 8) make yourself known, but remain unobtrusive; and 9) after 
observing, slowly withdraw from the site (Creswell, 2008, p. 223-225). 
The researcher in this study was a nonparticipant observer and did not interact 
with subjects. Both descriptive (recording of descriptive events, activities, and people) 
and reflective responses (personal thoughts that related to insights, or themes that 
emerged) were recorded (Creswell, 2008).  
Interviews with two college financial aid professionals and an observation of a 
college financial aid orientation (for new students) were also conducted. This information 
was used to see what services they offer students and if they are being utilized by 
participants. The two postsecondary institutions that were chosen for this study were 
South Dakota State University (SDSU), and Mitchell Technical Institute (MTI).  SDSU 
was chosen because it is the largest public university in SD; there were 12,816 students 
enrolled in the 2010-2011 academic year (South Dakota State University, 2011). The 
second institution chosen for this study, MTI, is located in Mitchell, SD and is the closest 
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public technical school to the area. MTI has 745 enrolled students (Mitchell Technical 
Institute, 2011). 
All recordings and fieldnotes were labeled and filed by participant. All 
information was put in locked file cabinet in researcher’s office. When the researcher no 
longer worked in the specific office, all materials were kept in a file cabinet at her home 
office. 
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CHAPTER 4: RESULTS 
Description of Responses 
Participant A 
 Participant A is a single mother in her early 50s with one son. He is a graduate of 
Bennett County High School and is attending Mitchell Technical Institute in the 2011-12 
school year. Participant A has a Bachelor’s degree in home economics and works as an 
educator for the state.  
 This was the first time that Participant A completed an online FAFSA. She 
described the process as intimidating and that time needed to be blocked out to 
specifically complete the form. When she began the process she did not know what 
documents would be needed to complete the FAFSA and it took a while to gather 
everything required. Participant A felt confident that the information she provided was 
secure because it was a government website. 
 However, even though it was initially intimidating after starting she realized that 
it was fairly easy to use. She sought the advice from her tax preparer and financial 
advisor with questions. They had also completed the forms in the past for their own 
children and she found this to be very helpful. 
 Her son did not want to be interviewed, so the follow-up interview was conducted 
with Participant A. Her son was offered Unsubsidized Stafford Loans. He did take out the 
loan, but his mother was shocked at how little the amount was ($5,500 for the entire 
year). She was just glad that he was going to a technical school and not a 4-year 
university where expenses would be higher. 
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 The information that was provided by the school was a little confusing. The letter 
stating what was awarded did not have information about the loan on it, but was 
accompanied by additional material that explained all types of financial aid. It was 
difficult weeding through all of the information provided to find the type of aid her son 
would be receiving. Even after reading the information, Participant A still had questions 
and sought out additional references online. She also asked a friend that used to work in 
the financial aid field to have everything explained in detail and to determine why her son 
was not awarded any grants or other type of loans. 
 The main information about the loans that she remembered is that interest started 
accruing immediately upon disbursement and that her son will not have to begin paying 
them back until after he graduates. When asked specifically about loan counseling she 
couldn’t recall that specific process, but knew it was not face-to-face. After receiving the 
financial aid forms from the school she knew that there were additional online processes 
to complete, but just sat down with her son and went through the process without reading 
it too closely (this was the Master Promissory Note and Entrance Loan Counseling) 
because there was a lot of information and knew it was necessary to complete before her 
son would get his money. 
 When asked if face-to-face counseling would be helpful, it was a definite “yes”. 
“Having a professional answer specific questions would have been great” (Participant A, 
personal communication, August 5, 2011 and October 29, 2011). 
Participant B 
 Participant B is a man in his early 50s. His second son is attending college this 
academic year. He had completed the forms previously for his first son twelve years ago. 
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His son graduated from Woonsocket High School and is attending University of 
Minnesota in the 2011-2012 school year (at the beginning of the study the student was 
not sure if he would be attending SDSU or U of M). Participant B is a CPA, holds a 
Master’s degree in Economics, and he used to teach accounting courses Dakota State 
University. Participant B had completed the FAFSA for his first son previously, but at 
that time they were done on paper and mailed to The Department of Education. He found 
the process much easier to use than in the past. He completed the forms himself and did 
not see the need for assistance. Participant B also felt very confident that his information 
was secure. However, after completing the form he did seek advice as to what financial 
aid his son would be awarded. 
 After receiving his son’s award letter he did notice that his son would need to find 
alternative forms of aid. He did not want to take out a parent loan due to his inability to 
repay the loan. And he did not want his son to take out alternative loans for school 
because his older son had done that and had a difficult time paying them back because of 
the higher interest rates. They encouraged their son to join the Air National Guard to have 
some assistance with postsecondary expenses. Participant B’s son is still considering this 
option in future years but decided to attend at least one year of college before joining the 
Guard. 
 One factor as to which school the student attended was the cost. It was actually 
cheaper to attend University of Minnesota because of in-state reciprocity and all students 
pay for only 13 credits, no matter the amount of credits they were enrolled in. This helped 
to offset some costs for this family. 
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 The student ended up taking out loans and received a Pell Grant. A small parent 
loan had to be taken out by the participant to help cover some of the costs of the student’s 
first year of education. 
 No face-to-face loan counseling was given to the family. They had to seek out 
information online to determine what the best way to pay for college was. They felt that 
loan counseling would have been very beneficial to feel more confident in their decisions 
(Participant B, personal communication, August 21, 2011 and November 5, 2011). 
Participant C 
 Participant C is an 18-year-old female who graduated from Andes Central High 
School and is attending Mitchell Technical Institute in the next academic year. She lives 
with her single mother on a farm outside of Lake Andes, SD. The most difficult part of 
the process for her was obtaining all of the required forms to complete the process, 
especially her mother’s tax information because she did not want to use her income, since 
she did not plan on helping to pay for any of her daughter’s college expenses. The 
participant liked the fact that the FAFSA was a step-by-step process rather than just 
having an entire form on one page; it made it seem easier for her. 
 Her greatest complaint was the fact that she didn’t know what the EFC meant 
when she was done. She also thought it took too long to hear back from the school about 
what financial aid she would receive. 
 Participant C received a Pell Grant and Stafford Loans to attend school. With her 
financial aid and if she continues to work both of her jobs, she will be able to attend 
college and pay for it as she goes. Her greatest reason for accepting all of the financial aid 
she was offered was to cover all the costs she could to go to school. 
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 The information that she received was adequate, but she also asked a friend’s 
mother what she needed to do to get her money and explain a few things. She thought 
having someone giving face-to-face loan counseling would have been nice to have 
because she could have asked them about the loan repayment on her loans. She knows 
that she does not have to make any payments until 6 months after graduation (Participant 
C, personal communication, September 2, 2011 and October 30, 2011). 
Participant D 
 Participant D, A 19-year-old male who graduated from Andes Central High 
School, is attending Mitchell Technical Institute in the 2011-12 school year. He lives 
with his father and step-mother and younger siblings. Participant D is the first child in the 
family to attend college. Participant D did not actually complete any of the forms himself; 
his parents did all necessary forms for him and tried to explain what they meant. He was 
refreshingly honest in saying that as long as he had money to attend school, he did not 
care what type of financial aid he was taking out.  
 He was not awarded enough money to pay for his entire first year of education, 
but after speaking with his parents he was able to get some more loan money although he 
doesn’t know what type of loan it was. Participant D knows that he has taken out loans 
that he has to pay back after he graduates from school, but doesn’t know what kind of 
loans or how much money he will have to repay. 
 Another thing that surprised this participant was that his loan money wouldn’t be 
available until he was in school for 30 days. He was counting on this money to pay for 
his books, computer, and tools for classes. He had to borrow money from his parents and 
use what he had left of his summer job income. This seemed to be the thing that 
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Participant D was most concerned with because he did not understand why he had to wait 
to get his money when he was the one who would be paying it back in the end. 
 Participant D did not know what Entrance Loan Counseling was or if it had been 
completed by his parent (Participant C, personal communication, August 25, 2011 and 
November 10, 2011). 
Participant E 
 Participant D’s step-mother is in her early 30s and holds a Bachelor’s degree in 
Education. She was the one who completed all necessary forms and paperwork for the 
student. She did try to get her student involved in the process, but he was only worried 
about how much money he would get to go to school and not on how to fill out the forms. 
 The FAFSA was fairly easy for Participant E since she had filled it out recently 
for her own education. She did notice some changes in the process, like the fact that you 
could link to the IRS website and not actually have to enter all of her income data. She 
thought this was a nice change because then she knew that the numbers were being 
entered into the correct spot. 
 Her student was awarded an Unsubsidized Stafford Loan, but it was not enough to 
cover the student’s expenses. She applied for a parent loan to assist with the student’s 
education, but was denied based on her credit. She then called the financial aid office of 
where her son would be attending school and found out that since she was denied her son 
would be eligible for an additional $4,000 in Unsubsidized Stafford Loans. Upon further 
discussion she told the financial aid officer that she had recently lost her job and was 
looking for another one. Because of this, the financial aid office was able to re-do their 
FAFSA (professional judgment) based on her new income level and the student received 
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a Pell Grant. Participant E said she would have never known about the additional sources 
without personally calling and speaking to a financial aid professional (Participant E, 
personal communication, September 3, 2011 and November 7, 2011). 
Participant F 
 Participant F is a male in his mid-thirties and is a non-traditional student who will 
attend South Dakota State University online in the 2011-12 school year. He was not sure 
where to start the financial aid process. He had been out of school for quite a few years 
and didn’t know how to find the right forms to complete. He looked on the school’s 
financial aid website and found out that he needed to start by completing the FAFSA. He 
linked to it from their website and started to complete the online form. 
 He was a little skeptical about the website, but was still quite confident that his 
information would be safe because it was a direct link from the school’s website. He was 
nervous and thought the process was a little confusing. He wasn’t sure why this 
information was needed to determine his financial aid award. 
 Participant F didn’t feel comfortable contacting the financial aid office directly 
because he didn’t want them to think he didn’t understand. He thought having a checklist 
that told exactly what needed to be completed before receiving his financial aid would 
have been a great addition to the information already given. 
 The participant was awarded a Pell Grant and Subsidized and Unsubsidized 
Stafford Loans. With the money he was awarded, he was able to cover all expenses for 
school with money left over. He decided to take out all available funds so he could pay 
off some higher interest rate debts and be able to defer payment until after graduation. 
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 Participant F did not receive face-to-face counseling and thought it might be nice, 
but since he was going to be a distance education student that having everything online 
was nice so he did not have to go to campus to do his financial aid forms. He also said 
how important it was to read everything that the financial aid office sends you because 
there is very important information enclosed (Participant E, personal communication, 
September 3, 2011 and November 7, 2011). 
Participant G 
 Participant G, a non-traditional male student in his late 30s, and is a non-
traditional student who will be attending South Dakota State University’s Sioux Falls 
satellite in the 2011-12 school year. Participant G is also a non-traditional student who 
has been out of high school for a while. He planned on going back to school using 
veteran’s benefits. He did not however realize that he could even apply for financial aid 
until he spoke to his sister-in-law. 
 He remembers not knowing where to start the process and having to ask his 
family for help. Since he didn’t attend college right out of high school he had no idea that 
he would even be eligible. After starting the process, he found it easier than what he 
thought it would be like. He was surprised that it was not very difficult and that it was 
easy to follow the steps on the online form. 
 Because he is receiving VA benefits (monthly stipend and tuition and fees) he is 
only eligible for the Pell Grant. He wasn’t sure why, but wasn’t too worried about it 
because he joined the Navy after high school so he wouldn’t have to take out student 
loans (Participant G, personal communication, August 30, 2011 and October 27, 2011). 
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Participant H 
 Participant H is an 18-year-old female who graduated from Andes Central High 
School and is attending Lake Area Technical Institute in Sioux Falls. She had her parents 
fill out the FAFSA for her. She did sit next to her mother as the form was being 
completed. She thought it looked simple enough, but noted that her mom seemed a little 
stressed with the process. 
 Whenever financial aid correspondence came in the mail or her email she told her 
mom, and she would sit down and complete it for her. She remembers receiving one 
letter that her mom was very upset about. They thought they had completed the FAFSA 
incorrectly because they had to send copies of everything into the school’s financial aid 
office. After calling the school, they were told that 30% of all FAFSA’s are chosen for 
verification, and that it was fine and it would be processed after the school received all 
the required information. 
 Even though they were told it was a normal process, it was still a little nerve 
racking for them because they basically had to complete everything twice. After waiting a 
few more months, she then received her award letter from the school. 
 Participant H received a Subsidized and an Unsubsidized Stafford Loan. Her 
parents paid for everything that wasn’t covered by her loans and scholarships. She said 
the only thing that she remembers about her loans is that she will have to start paying 
them back after she graduates from school and that it wasn’t a very big amount (since she 
is a freshman, the amount between the two loans would be $5,500). 
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 She did not feel like face-to-face loan counseling would have been beneficial to 
her. She said that she wouldn’t have understood it anyway because her mom took care of 
everything (Participant H, personal communication, July 27, 2011 and October 29, 2011). 
Financial Aid Professional Responses 
 To gain perspective of individuals who work with students and prepare them to 
complete financial aid forms, interviews were conducted with these professionals, to 
view interview questions see Appendices C and D. The Wagner School District guidance 
counselor provides educational and career guidance to high school students in the district. 
He serves as a resource for students seeking help with college, technical school, military, 
and career related planning. He provides students with information that will guide them 
into a post-high education choice or career option that will meet their personal goals and 
needs. 
He said that they typically provide financial aid information to seniors in high 
school, but sometimes have adults or past students contact him for assistance. He even 
has younger students come in for advice and help. Minimal loan information is given to 
students in this high school. He tells students what is available for them to borrow and 
how the process works if they have specific questions. 
 The guidance counselor believes the following would be beneficial for students 
who plan on attending college. He thinks that it is helpful if the student knows what they 
want, where they want to obtain their training from and why they want to go there. He 
also thinks that the student needs to have a plan for paying for what they want. 
 He also thinks that high schools should help students answer questions they have 
about attending college, but giving them the tools they need to explore on their own can 
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be helpful as well. “Too often students walk out with too little help or information so they 
feel like they are alone to solve the big questions.  It is hard to know how to solve a 
problem when you have no idea it is a problem or where to turn when you realize you are 
in a corner and no one has told you what to do about making things any better” (D. 
Sanderson, personal communication, November 25, 2011). 
 Students attending Mitchell Technical Institute are sent financial aid brochures, 
Funding Your Education, A Guide to Federal Student Aid, with their admissions 
acceptance forms and given the information to go to the financial aid section on their 
website. To view the brochure, see Appendix E. 
To complete Entrance Loan Counseling, students are directed to go to the website, 
www.studentloans.gov to complete the process online. They can also go to the financial 
aid office and complete the form if the student does not have Internet access. The 
Financial Aid Director explained that they used to do face-to-face counseling session 
with all students, but new students seemed to get overwhelmed with the process being 
required during the first week of school. “It was too much stuff too soon.” He believes 
students should know when their payments begin, how much for how long, and what the 
total amount it will take to pay their loans off with the interest being added to the 
principal before taking out student loans (G. Uecker. personal communication, December 
12, 2011). 
At SDSU all admitted students receive an email starting in February regarding the 
financial aid process, including links to the FAFSA and the SDSU Financial Aid web 
site. The financial aid award letter mailing includes a financial aid consumer information 
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sheet, see Appendix G. Financial aid information is provided at New Student Orientation, 
admissions mailings, and other campus visits. 
SDSU only uses the federal web site for loan counseling. If the student refuses to 
do the counseling online, a paper form can be completed in the Financial Aid Office. 
Students do not receive face-to-face counseling at SDSU either. The Financial Aid 
Director says the online process is more accessible for students and provides greater 
detail than face-to-face counseling. Also, online counseling is consistent with federal 
compliance requirements. 
He thinks that online financial literacy (money management, budgeting, etc.) 
would be meaningful for students to understand college related financial matters. 
However, he is not advocating requiring the financial literacy counseling before loans can 
be disbursed because some students have financial knowledge and are informed 
consumers (J. Larsen, personal communication, March 9, 2012). 
Financial Aid Information Session Observations 
 A Financial aid night at Andes Central High School in the spring 2011 semester 
was observed. It was surprising to see the number of students and parents that were in 
attendance. It looked like the entire senior class was there. The gymnasium bleachers 
were full of eager listeners. There was a meal and door prizes provided for everyone in 
attendance. The incentives were provided to participants to increase attendance. 
 A Financial Aid Director from a nearby vocational institute made a presentation 
to the audience. Parents seemed very interested in what he had to say and some were 
taking notes. Students seemed less interested and tended to be sitting with friends and 
were talking to each other throughout the presentation. After the information was given 
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on how to fill out the FAFSA and types of financial aid available to students attending 
college, he stuck around to answer questions from a line of parents. 
 There was a lot of general financial aid information presented to participants. The 
presenter went through how to complete the FAFSA, all types of financial aid students 
may be eligible for, and where to find additional money to go to school. There was a lot 
of information provided in a short period of time. 
 The researcher also attended a financial aid orientation session at new student 
orientation at South Dakota State University. The orientation took place in a large 
lecture-type classroom with about 200 available seats. Standing outside the room before 
the session, I could hear students asking their parents if they actually had to go. It didn’t 
sound like many were excited about having to attend the orientation. I saw many parents 
tell their children that they would attend and that the student could go and check out the 
campus for the time. Since the students are the ones obtaining the financial aid, it was 
interesting to see that they were not interested in the information. 
 There were more parents than students in the room. The session lasted about 25 
minutes and participants were given a complete overview of the financial aid process. 
They were also given information about all types of financial aid that students may be 
eligible based on the results of their FAFSA. 
 After the session, many parents lined up to ask questions about their specific 
financial aid situation and to determine if everything had been completed. With another 
session for a new group beginning shortly after the first session, many of the individuals 
were directed to go to the financial aid office to get their questions answered. 
Analysis of Responses and Themes 
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 Both researchers listened to the same recordings at different times and locations. 
Both classified themes to determine if consistent themes were derived from the 
interviews. Each researcher kept sets of notes and did not show the other. Each 
determined their “own” themes and then both worked together to determine consistent 
themes that would be used for the purpose of this study. This was done through 
discussion between the two researchers. 
 Two types of themes will be discussed in this section. Collective themes are 
themes that are collective across the group of participants, and individual themes are 
those that are unique to one of a few individual participants (Waters, 2011). Since each of 
the respondents have diverse backgrounds, it is important to capture individual themes as 
well. It also shows how even though the forms and types of aid may be consistent, 
everyone’s situation is unique. 
Collective Themes 
 The first theme shared by the majority of participants was that the entire process 
was initially intimidating. The lack of information to begin with was a major factor in the 
process being intimidating and confusing. “I wish there would have been a checklist that 
I could have just followed to make sure I got everything done that I needed to” 
(Participant F, 2011). 
 Younger parents and students were less intimidated with completing the online 
FAFSA. They thought the process was easier than the older participants. They were just a 
little more impatient when it came to getting their information from the school as to what 
their financial aid award was going to be for the upcoming academic year.  
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 Students were less concerned with loans than their parents were. The majority of 
the students only cared about having enough money to go to school. Most of them did not 
know how much money they took out or anything more than that they didn’t have to 
repay them until they were out of school. The parents seemed to look further ahead and 
didn’t want their students to be in debt upon graduation by not taking out alternative 
forms of funding and only using low-interest rate federal loans. 
 Students who were in high school were less likely to complete the forms 
themselves, with one exception. Students knew that financial aid needed to be applied 
for, but were counting on their parents to complete all necessary paperwork to make it 
happen. 
 One theme that really stood out during the research is that most participants found 
it better when they talked to others who had been through the process in the past, whether 
it be a friend, coworker, financial aid professional or a friend’s parents. It helped to 
reassure them that they were doing things correctly. 
Individual Themes 
 One student was highly upset when finding out that there was a 30 day waiting 
period for financial aid disbursement for first-time students. It was included in the 
information sent by the school, but was overlooked. The financial aid process can be very 
frustrating when not all information is read and/or understood by the student and their 
family. This is one example of that happening.  
 A student needed to have a professional judgment done on his file for him to 
receive enough financial aid to attend school. The parent was a little concerned that 
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unless the financial aid office is contacted others may not know that this may be a 
possibility if there has been a change in income from the previous year. 
 Verification can be a scary process if you don’t know what it is. The family was 
worried that they did something wrong because they had to submit everything again to 
the school. After discussing the process with a financial aid professional they felt better 
about the verification process. 
 The student receiving Veterans Affairs benefits was in a little different position 
than other participants in the study. He did not need to take student loans, but did 
complete the FAFSA and get a Pell Grant. He did not realize that he would even be 
eligible for a Pell Grant, which is free money, until talking to a family member because 
he thought since his VA covered all his expenses he wouldn’t get anything else. This was 
almost like a bonus to him and he could use the funds for books and living expenses and 
not have to worry about repaying anything. 
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CHAPTER 5: DISCUSSION 
Summary 
 A summary of the study is presented in the final chapter. The major findings in 
relation to the research questions discussed in Chapter 1 will be presented first. Strength 
and limitations of the study are presented next, followed by recommendations and future 
research implications. 
 The research questions that guided the study were the following: 
 What information did individuals obtain before/after completing the FAFSA? 
  Who completed the FAFSA and other financial aid forms; parents, students, or 
someone else? 
  Did students and parents read all of the financial aid correspondence they 
received? 
 What were individual overall perceptions of the financial aid process? 
 The purpose of this phenomenological study was to explore student views of 
current loan counseling practices and the financial aid processes. It seeks to determine 
their understanding of the entire financial aid process. Eight participants were 
interviewed using phenomenological research methods to obtain a narrative of the 
process through their lived experiences. The students and parents were interviewed 
shortly after completing the FAFSA and again after the student received the first 
disbursement of financial aid. 
Little or no information was sought out by participants prior to completing the 
FAFSA, whereas after the form was done the participants felt the need to obtain more 
information.  
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 Most participants obtained information from individuals who had been through 
the process in the past, but were not necessarily prepared to actually complete the 
FAFSA. One student looked on the Internet at the school’s financial aid webpage to get 
the steps he needed to complete to receive financial aid. 
 After the completion of the FAFSA and financial aid forms, participants tended to 
obtain additional information about the process, e.g., if it was done correctly, and just to 
ask general questions of others who had more knowledge about the process. This may 
have something to do with it possibly taking months before the student hears anything 
back from the school(s) of their choice. A lot of students will complete the FAFSA prior 
to March and not receive an award letter until May or June due to the school’s schedule. 
They do receive a confirmation from Department of Education saying that the FAFSA 
was processed and that they will receive additional information from the school(s) they 
included on their FAFSA. When this information doesn’t come, it can be worrisome to 
students/parents that something was not completed correctly. 
 With the sample that was used for this study, there was no consistency as to who 
completed financial aid forms. However, the participants filled out forms themselves 
(students or parents) and did not have someone outside the immediate family complete 
the forms. Students who filled out their own forms tended to be either non-traditional 
students or another whose mother didn’t want to assist in paying for her education. 
Students still living at home were not the ones to complete the forms. 
 Students didn’t tend to read correspondences and forms as much as parents did. 
This was not a surprise, but the fact that the students are the ones taking out the loans and 
not their parents the students should be the ones reading and understanding what financial 
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aid they are receiving. They don’t know the terms of their loans and some didn’t even 
know the amount that was received. 
 It could cause problems in the future, after graduation, if the amount of loan 
money is unknown. If loans are continually taken out without knowing the amount, it can 
be a real shock at the time of graduation. It can be overwhelming when the student 
realizes that they have tens of thousands of dollars of debt and their prospective career 
cannot pay the minimum payment. 
 Overall perceptions of the financial aid process were that the FAFSA was fairly 
easy, but that more information provided prior to completing the process would have 
been beneficial. Financial aid information sent to students was a bit overwhelming to 
them because there was information that did not pertain to their specific situation. 
 At the beginning of the study, it was hypothesized that the lack of information 
might be the reason students don’t understand the financial aid process and loan terms. 
But during the course of interviewing, it was found that some of the problem may that 
there is too much information for students to read through. It was found that there was 
not enough information and then there was too much.  
 No participant remembered the actual entrance loan counseling process. To get 
their student loans, it was required. The one major thing that students remembered was 
that they did not have to repay their loans until after graduation. Not one was concerned 
with the amount of money they would have to repay. Another item included in entrance 
loan counseling is information about what happens if the student defaults on their loan. 
No student and/or parent even mentioned default. This didn’t seem to be a concern at the 
time. 
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Strengths of the Study 
 Not only interviews were conducted with financial aid recipients for this study, 
but to really understand the complexities of the financial aid process information was 
obtained from financial aid professionals as well as observations of high school and 
college information sessions. The information received from financial aid professions 
shows what information they provide to students to prepare them to become borrowers.  
 The study contributes to the existing literature on student loans and the new 
simplified financial aid process by taking a look at actual experiences by individuals. It 
determines if the current loan counseling practices and forms provide adequate 
information to borrowers about the overall process and for student loan repayment in the 
future. 
Limitations of the Study 
 The greatest limitation of this study is that it only followed students for one 
financial aid term. It would be beneficial to follow the students every year to determine if 
at a certain grade-level they start completing the forms themselves. At what point in time 
do students start becoming aware of impending loan repayment? Upon graduation and 
completion of exit loan counseling, do these students then understand all of the terms that 
had been presented to them at the beginning of their academic career? Even after one 
year, it would be interesting to see how current participants felt about completing the 
forms a second time. Participant A said “I’m not looking forward to doing it again next 
year”. 
 Another limitation also relates to the availability of the sample. This was a 
convenience sample where only students from local high schools were recruited. Even 
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though a snowball sampling took place with some of the participants it was still a 
localized sample. The two schools were in close proximity and have similar 
demographics. Both are low-income school districts. Results may have been different if 
the study took place in another location or other schools were chosen. 
 There could have been potential bias with this study that has to be addressed. The 
researcher has a background in financial aid and had to be careful not to become involved 
with participants and answer their questions and remain objective. Also, since these were 
small communities the researcher knew the majority of participants before interviews.  
Recommendations 
 The results of this study indicate that additional information provided to high 
school students and their parents about completing the FAFSA would be beneficial. The 
information that is currently provided is either overlooked or too confusing for 
individuals to understand. 
 The confusing financial aid process doesn’t do much to make sure students 
understand the terms of their loans, but the information is available for those who look. 
Having information in plain language and providing it earlier may help alleviate this 
problem. It may also be beneficial to provide students with customized information. For 
example, if students are receiving Stafford Loans, only provide that information instead 
of having all aid information included. 
 Since face-to-face entrance loan counseling did not seem to be a recommendation 
from either students or financial aid professionals, an optional financial literacy class for 
new college students might be the best way to address the issue of students not 
understanding loan terms. In South Dakota, 1/2 a credit of personal finance is required for 
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graduation. However, there is no requirement for educators to have a financial 
background. There is also no consistent curriculum for them to use. A class in college 
may help students understand loan information better. 
Future Research 
 The purpose of this study was to investigate the current financial aid process from 
start to finish focusing on new students and their understanding of the financial aid 
process and loan repayment terms. Though there is some indication that the financial aid 
process does not prepare students for taking out student loans, it does not definitively 
prove it.  
There is a lot of information given to students and their families and it tends to be 
a little overwhelming for them. It may be related to the fact that students don’t tend to 
complete forms themselves, or that they simply do not read correspondence. An in-depth 
quantitative study would better determine the relationship between lack of interest/ 
overwhelming information and students’ readiness to take on debt. By using a pre-
test/post-test design about the financial aid process and student loan terms to determine 
knowledge gained it could be inferred if the information adequately provides the needed 
information. Since the majority of students receive some form of financial aid, a very 
large, random sample would be needed. 
Another study could be designed to determine if these results are consistent 
among higher-income school districts. Additional schools could be added to see if the 
results are the same with those students or if students from those schools were more 
concerned with taking loans than those from lower-income schools 
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These school districts were also highly comprised of Native American Indians. 
However, most of the participants were White. It would be interesting to see if there are a 
lot of differences in the way these two races comprehend information and if there is a 
difference in how American Indians perceive taking on debt to obtain an education. 
Financial literacy was mentioned by one of the college financial aid directors. 
That students need to better understand basic budgeting and money management. If 
students took a financial literacy class to receive student loans, would this have an impact 
on the amount they borrow, or would they pay attention to the amount of money they 
borrow? 
It would be interesting to determine whether student loan debt has an effect on the 
duration of time spent in college. Would students take more classes each semester to save 
on money borrowed? One student in this study indicated that he chose a school out of 
state because anything over 13 credits was free. This will save the student a lot of money 
by taking extra credits each semester and finishing his degree in less time. 
This study just scratches the surface in regards to the financial aid process. There 
are a variety of additional studies that could branch off of this one. However, using the 
phenomenological method used demonstrated the experience that individuals go through 
to obtain funds to attend post-secondary schools. 
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APPENDIX A 
Students’ and Parents’ Interview Questions 
 Think back to your experiences filling out your financial aid forms. 
o Was the FAFSA on the Web easy to use? 
o How confident are you in the privacy/security of the information you 
provided? 
o How did you feel when you were completing the process? 
o What did you learn? 
o Did you fill out the forms yourself, have someone help, or did someone do 
them for you? 
o What was the most difficult part? 
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APPENIDX B 
Students’ Second Interview Questions 
 What type of financial aid were you offered in your financial aid package? 
 What type of financial aid did you accept and/or are receiving? 
 What factors influenced your decision to accept/decline the type of assistance you 
will/are utilizing? 
o If loans: What do you remember about repayment information that you were 
provided?   
 Did you understand all of the information that you were provided about the type of 
financial aid were you offered? 
 Did you do any additional research about the type of financial aid that is available or 
that you are receiving? 
 Did you receive face-to-face loan counseling? 
o If so, did you find it beneficial?  Why or why not? 
o If not, do you think it would have been helpful?  Why or why not? 
 What additional information do you think would have been helpful in making 
decisions? 
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APPENDIX C 
Financial Aid Professionals Interview Questions 
 What information do you provide to incoming freshmen? 
 How do you provide Entrance Loan Counseling to students? 
 Do you believe that students should have face-to-face counseling?  Why or why 
not? 
 What do you think incoming freshmen should know to be better prepared for 
taking loans? 
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APPENDIX D 
High School Professionals Interview Questions 
 What grade levels of students do you provide financial aid information to? 
 Do you specifically provide loan information? 
 What do you believe to be beneficial for students who plan on attending college? 
 Do you think there is anything more high schools can do to provide more 
information to students who plan on attending college? 
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APPENDIX E 
Funding Your Education: The Guide to Federal Student Aid 
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APPENDIX F 
 
2011 – 2012 Financial Aid Award Info Draft (SDSU) 
 
FINANCIAL AID AWARD LETTER 
Please complete and return the Award Letter and 
any enclosed forms promptly.  Please list any 
non-SDSU scholarships and third-party 
payments on the blank lines near the bottom of 
the Award Letter. 
 
Most types of financial aid, including loans, 
require students to be enrolled at least half-time 
(6 undergraduate or 5 graduate credits) within 
the South Dakota public university system.  
Federal Pell Grant awards are listed on the 
Award Letter based on full-time enrollment 
status.  Pell Grant payments will be prorated for 
students not enrolled in at least 12 credits after 
the final date to add classes. 
 
FEDERAL DIRECT STUDENT LOAN 
INFORMATION 
Federal student loans are processed through the 
U.S. Department of Education’s Direct Loan 
Program.  Federal Direct Loan eligibility 
amounts are determined by FAFSA, grade level, 
and annual loan limits.  For additional 
information visit www.sdstate.edu (search: 
federal loans). 
 
 Students who have not previously borrowed 
through the Direct Loan Program must 
complete a Master Promissory Note (MPN) 
at www.studentloans.gov. 
 
 First-time federal student loan borrowers are 
also required to complete Entrance Loan 
Counseling at www.studentloans.gov.  
 
OTHER LOAN PROGRAMS 
The parent of a dependent student may qualify to 
borrow a federal Direct PLUS Loan.  To apply 
the parent must first complete the SDSU PLUS 
Request Form found at www.sdstate.edu 
(search: financial aid forms).   New Direct PLUS 
Loan borrowers must also complete a Master 
Promissory Note (MPN) at 
www.studentloans.gov. 
 
Alternative and private loans (non-federal) are 
offered by some lenders, financial institutions, 
and state governments.  A comprehensive list of 
lenders used by SDSU students in the past three 
years is available at www.sdstate.edu (search: 
private loans).  Students should consider these 
loans only after exhausting eligibility for Federal  
 
Direct Loans.  Most alternative and private loans 
require a credit-worthy cosigner.   
 
NON-SDSU SCHOLARSHIP PROCESSING 
Students receiving non-SDSU scholarships 
should advise the donor to send the check to the 
SDSU Financial Aid Office before July 15 for 
the fall semester and before December 15 for the 
spring semester.  The student’s name and student 
ID must be listed on the memo line of the check 
or in an attached correspondence. 
 
Non-SDSU scholarships of $1,000 or more will 
be split between semesters unless otherwise 
requested.  Donors should include any special 
disbursement instructions with the check. 
 
 
 
 
 
SPECIAL CIRCUMSTANCES 
A Change of Income Form may be completed to 
document major changes in income that are not 
reflected on the 2011-2012 FAFSA.  A Special 
Circumstances Form should be completed when 
there are unusual or exceptional expenses to be 
considered.  Forms can be found at 
www.sdstate.edu (search: financial aid forms). 
 
MAINTAINING FINANCIAL AID 
ELIGIBILITY 
To maintain financial aid eligibility, students 
must meet Satisfactory Academic Progress 
Standards. Additional information is available at 
www.sdstate.edu (search: Satisfactory 
Academic Progress). 
 
SDePay (ONLINE BILLING and 
PAYMENT) 
Financial aid paid directly to the student account 
can be viewed on SDePay.  Student account 
information can be accessed by selecting 
SDePay under WebAdvisor’s Financial 
Information menu (webadvisor.sdstate.edu).  
Questions about SDePay should be directed to 
the Cashiers Office at 605-688-6116 or 
studentbills@sdstate.edu.  
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DIRECT DEPOSIT (Recommended) 
Student refunds can be direct-deposited into a 
checking or savings account. To start this 
service, complete the online Direct Deposit 
Refunds form found on WebAdvisor’s Financial 
Information menu. 
 
JACKS EMAIL 
Email correspondence from the Financial Aid 
Office will be sent to the student’s SDSU Jacks 
email account.  Students should check their Jacks 
email account regularly.  New students will 
receive Jacks email account information at 
Orientation. 
 
CONSUMER INFORMATION 
Federally required consumer information and 
disclosures including financial aid can be found 
at www.sdstate.edu (search: consumer 
information).  If needed, please contact the 
Financial Aid Office for a paper copy of specific 
content.  
Students with prior federal loans can access loan 
history at www.nslds.ed.gov. 
 
FINANCIAL AID CONTACT 
INFORMATION 
Contact the SDSU Financial Aid Office if you 
have any questions.  Office hours are 8:00 to 
5:00 weekdays. 
 
SDSU Financial Aid Office 
Administration Lane, Room 100 
Box 2201 
Brookings, SD 57007 
Phone: 605-688-4695 or 800-952-3541 
Fax: 605-688-5882 
E-mail: financialaid@sdstate.edu
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APPENDIX G 
Institutional Review Board Documentation 
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